double. While the burden on the working population of supporting dependents will be reduced somewhat due to the lower projected ratio of children to middle-aged adults, the overall dependency ratio (the ratio of those under 18 plus those 65 and older to those 18 and 64) will rise from its value of .616 in the 1980s to .730 in the 2040s.
A higher dependency ratio leads to more consumption relative to output and a lower saving rate. For the U.S., which has been experienc ing a remarkably low rate of saving in the 1980s, the prospect of even lower saving rates in the future is daunting indeed. Since saving repre sents the increase in capital, the saving decline would spell a decline in .
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the capital-labor ratio were it not for the fact that the demographic tran sition also involves slower growth in the nation's labor supply. On balance, capital-labor ratios are likely to rise in the developed economies (see, for example, Auerbach, et al., 1989). Higher capital-labor ratios will alter factor prices by raising real wages and lowering the real return to capital. These changes in factor prices will redound to the benefit of workers in the first half of the next century, but to the detriment of the next two decades which will help pay for the retirement benefits of the baby boom generation.
If the federal government responds to the near-term Social Security receipts by reducing payroll or other taxes, as is now being done implicitly by including Social Security surpluses in meeting the Gramm-Rudman-Hollings deficit targets, the result will be even larger burdens on the children and grandchildren of the baby boomers.
A related concern about fiscal policy has to do with the growing polit 
NSR = (DM + T -R -C -G)/(DNI + T -R) (8) = (NNP -C -G)/NNP
is given in the third column of .
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